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When Argentine President Carlos Saul Menem began his second term, he promised to
"annihilate unemployment" (see NotiSur, 07/14/95). That promise is coming back to haunt him as
unemployment levels remain alarmingly high. Frustrated workers are becoming increasingly critical
of the government, which has been hit with four general strikes in the past two years. And, attempts
by Menem to impose reforms in the country's labor laws to give employers more "flexibility" in
managing their work force is greatly aggravating the situation.
Argentina's economy was hit hard by the Mexican financial crisis of 1995, which had a ripple effect
on most other economies in the region (see NotiSur, 01/12/95, 03/16/95 and 05/25/95). However,
some signs of economic recovery began to appear in Argentina by the end of 1996. According to
official estimates released in January, last year the GDP grew by 4.4%, marking a sharp turnaround
from 1995, when the GDP contracted by 2.5%. As a result, Menem confidently asserted that the
country is emerging from its two-year recession.
Meeting with a group of US newspaper executives, Menem predicted a 6% increase in the GDP in
1997, and he said the unemployment rate, which now stands at 17.3% of the economically active
population (EAP), should drop to about 12% this year. However, Menem's prediction for lower
unemployment was much more optimistic than the one by Economy Minister Roque Fernandez,
who estimates only a 2 percentage point drop in the unemployment rate this year. And, even that
minor improvement is based on the assumption that the country's labor laws will be reformed,
according to Fernandez.
The major labor organization (Confederacion General del Trabajo, CGT) blames the
administration's neoliberal economic policies for the unemployment rate. When the Menem
administration's economic "convertibility plan" was introduced in 1991, unemployment was
only 6%, meaning that the number of people without jobs has nearly tripled in the past six years.
Moreover, of the 17.3% of the EAP who are now unemployed, almost half live below the poverty
line. During the past year, the number of unemployed workers who live in poverty increased by
13%, according to a study by the Congreso de los Trabajadores.
Even with the economic recovery last year and the expected robust growth this year, the social and
political discontent resulting from continued high unemployment could greatly offset the positive
effects of the upturn. Economist Miguel Angel Broda of Broda y Asociados consulting firm estimates
that the purchasing power of the average worker dropped by 10% in 1996, and most Argentines
saw no improvement in their economic situation, "I don't understand how they can say that we are
coming out of the recession," said Alicia Peralta, a domestic worker. "For me, it just gets worse. My
husband lost his job and they offer me longer hours for the same salary."
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 1 of 3

LADB Article Id: 55345
ISSN: 1060-4189

Government proposes major changes to labor laws
Menem's proposed changes to Argentina's labor laws, which have the support of most business
leaders, would allow companies to limit the indemnization paid when workers are laid off, making
it easier to fire people. They would also allow companies more flexibility in adjusting salaries, work
hours, vacations, and authorized leaves, and they would annul labor contracts that cover certain
professions such as journalists. "Without labor flexibility, there is no globalization," said Murat
Eurnekian, vice president of the association of manufacturers Union Industrial Argentina (UIA).
Eurnekian said that the opening of markets has greatly increased competition among companies
in various countries. He said if the labor market does not adapt, "it will have to change the rules
of the game: once again close the economy, raise tariffs, and protect industry." Michel Camdessus,
director of the International Monetary Fund (IMF), said the Argentine government must reform the
labor code. "In a country like Argentina, it is very important that the labor laws do not impede job
creation," said Camdessus. "The central objective of the reforms is to remove artificial obstacles that,
under the guise of protecting those who have jobs, make the creation of new jobs more difficult."
While the Menem administration contends that unemployment can only be reduced if the labor
reforms are implemented, many analysts and business groups including those who favor the
changes argue that the net number of new jobs created will be less than the number of jobs lost
to layoffs. In addition, new employees will generally be hired at much lower pay with fewer
benefits. Menem's reforms by decree ruled unconstitutional Last December, Menem decided to
bypass Congress, signing three labor-reform decrees. Labor responded with a general strike in
late December, the fourth since Menem began his second term. The government "cannot continue
imposing adjustment after adjustment," said Juan Manuel Palacios of the transportation workers'
union. "It has to understand that it must govern for the benefit of all the people."
CGT general secretary Rodolfo Daer warned of a "long, hot summer," referring to plans for
additional protests. The organization is calling for an indefinite strike sometime in March if no
agreement with the government is reached. The CGT also accused business of having pocketed
the US$3.5 billion in subsidies granted by the government in 1996 through a reduction in the
contribution paid by employers to social security. The reduction was enacted to stimulate job
growth. Following Menem's signing of the decrees, a lower court ruled them unconstitutional
because they violated labor rights that have been in effect for decades. The government appealed,
but the Appeals Court (Camara de Apelaciones del Trabajo) upheld the lower court ruling.
Talks scheduled between government and labor On Jan. 16, the government and the CGT began
preliminary talks on the impasse regarding the reforms.
Nevertheless, Sen. Eduardo Menem, the president's brother, insisted that no changes would be
made in the government's economic model, which the CGT is demanding. On Jan. 26, Economy
Minister Fernandez repeated the government's refusal to discuss the economic model within the
framework of talks on labor-law reforms. "The economic policies are not open to discussion," said
Fernandez. Rodolfo Terragno, head of the opposition party Union Civica Radical (UCR), said he had
little faith in the success of the talks if the government and business refuse to discuss the economic
model. "Business leaders only want to discuss making the labor laws more flexible when all the
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economic indicators show that during the past five years liberalization of the laws has already
occurred on a de facto basis," said Terragno. "Meanwhile, even though labor costs went down
and production went up, the country still has an unemployment rate that is equaled by few other
countries in the world."
On Jan. 30, representatives of the government, major economic groups, and the CGT announced
they would begin formal discussions on Feb. 7. Union leader Armando Cavallieri said the CGT will
insist that the whole unemployment problem and the economic plan be up for discussion, and not
just the liberalization of labor laws. However, if business and government leaders refuse to discuss
the economic plan, he said, the CGT will "prove that labor liberalization has already been a failure
in promoting employment."
The Argentine daily newspaper Clarin reported on Feb. 6 that Fernandez was urging other
government officials to hold the line in talks with the CGT. While insisting that the economic plan
is not the problem, the administration is admittedly concerned that it could have an impact on
the October legislative elections. Most analysts agree that the administration was forced to begin
discussions with union leaders in the hope of recovering lost support before the elections. The
legislative elections are the most important before the next presidential elections in 1999 and will
determine whether Menem's Partido Justicialista-peronista (PJ) retains its majority in Congress.
[Sources: Inter Press Service, 11/22/96, 12/26/96, 01/06/97, 01/11/97, 01/16/97, 01/21/97, 01/22/97,
01/25/97; Spanish news service EFE, 01/20/97, 01/21/97, 01/26/97, 01/30/97; Reuter, 01/27/97, 02/04/97;
Associated Press, 02/04/97, Clarin (Argentina), 02/07/97]
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